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_______________Tax News_______________
ALBERTA R, CRARY, Whittier, California
The Tax Editor is not of your world at the 
present time. If there have been any startling 
new developments in taxation during the past 
two weeks she is blissfully ignorant of the facts. 
There is no radio and Saturday’s newspaper 
arrives Tuesday morning. Tax Service Reports 
with their new matter, court decisions and new 
rulings are twelve hundred miles away, so the 
source of material is limited to a copy of the 
Individual Income Tax Bill of 1944, as intro­
duced in the House of Representatives, and a 
brief item in our late arriving newspaper that 
the bill had been unanimously passed by the 
Senate and sent to the President. He may or 
may not have signed it. If anything is said 
that is not according to the latest information, 
please, the Tax Editor is a victim of circum­
stances beyond her control, She and her partner 
have just reduced one of Colorado’s most 
beautiful ranches to a half mile of work papers 
and a few pages of nicely typewritten figures 
to be used for tax purposes. It has been a most 
interesting job in a place unsurpassed for com­
fort and scenic grandeur anywhere in this 
colorful state.
Individual Income Tax Bill 
of 1944
This bill is an answer to the universal de­
mand of the citizens of the Nation to simplify 
the methods which the government uses to col­
lect Income Taxes. That the proposed bill is 
the right answer is open to question. The bill 
is only an amendment to the Internal Revenue 
Code, and like most amendments only further 
complicates and confuses. It was rushed 
through in such haste to satisfy the demands 
of the voters at home, that there was not suffi­
cient time to make a study of the entire tax 
structure, and give it the thorough overhaul­
ing it was in need of. The voters at home may 
learn that what seemed to them to be a step 
toward simplification involves more computa­
tions than in former years.
The writer is inclined to agree with a recent 
article in Taxes, a Commerce Clearing House 
publication, that there can be no real simpli­
fication of. collecting income taxes unless the 
taxpayer is willing to forego many of his con­
stitutional and legal deductions. If we are to 
expect the government to figure our taxes for 
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us, then we must pay for the privilege. The 
less we do for ourselves and throw upon gov­
ernment employees, the more controlled we 
shall become. When people cease to act and 
think for themselves, the opportunity to do 
shall be withdrawn from them. It is surely not 
asking too much of the law makers to prepare 
a tax bill which would be comprehensible to 
the average man or woman, that would pro­
vide a form that would ask for the gross in­
come, ordinary deductions, and provide a grad­
uated percentage, one figure not two or three, 
to use to arrive at the amount of tax due.
Let us look at some of the provisions in the 
new tax bill. Personal Exemption: Section 10, 
(b), (1) Credits—"There shall be allowed for 
the purpose of the surtax, but not for the nor­
mal tax, the following credits against net in­
come:
(A) A surtax exemption of $500.
(B) A surtax exemption of $500 for the 
spouse of the taxpayer, if a joint return is 
made ... or a separate return is made, and 
the spouse has no gross income or is not the 
dependent of another taxpayer.
(C) A surtax exemption of $500 for each 
dependent whose income is less than $500.”
Thus the personal exemption of a married 
couple for surtax purposes is reduced from 
$1200 to $1,000 and the credit for dependents 
is raised from $350 to $500.
For normal-tax purposes, each individual 
shall be allowed an exemption of $500, except 
that in the case of a married couple in which 
one spouse has an adjusted gross income of less 
than $500, the normal-tax exemption shall be 
$500 plus the adjusted gross income of such 
spouse. The normal-tax net income of all for­
mer years has been eliminated apparently, and 
the normal-tax rate applies against adjusted 
gross income.
According to the bill, the Victory tax has 
been repealed, and the tax rates are called 
normal-tax and surtax rates. The new normal­
tax procedure is nothing more or less than a 
working over of the old Victory Tax set up, 
by which the exemption was cut from $624 to 
$500, and allowing the following deductions 
not allowed in arriving at Victory Tax net in­
come: Charitable contributions, losses on sales 
or exchanges of property, and medical and 
dental deductions. Had the Victory Tax pro­
cedure staid in, there would be less confusion 
than in this to do about adjusted gross income. 
The normal tax rates of last year has been 
added to the surtax rate plus 1%. In that they 
have gained one step toward simplifying the 
work of the taxpayer. It is possible that gain 
is not overshadowed by the new confusing 
term "adjusted Gross Income” to which the 
so called normal tax applies.
Adjusted Gross Income? It is defined in Sec­
tion 8 of the bill as gross income minus the 
following deductions:
1. Trade and business deductions.
2. Travel and lodging expenses connected 
with employment.
3. Deductible expense incurred in the op­
eration of rental property.
4. Deductible expenses of life tenants and 
income beneficiaries of property.
5. Reimbursed expenses in connection with 
employment.
6. Losses from sales or exchanges of prop­
erty.
7. Charitable Deductions, with usual 15% 
limitation.
8. Medical and dental deductions, subject to 
same limitations as in 1943.
If all taxes, interest, and other expenses paid 
are business expense or incurred in the earning 
of income, they are deductable, it would seem 
from gross income in arriving at the adjusted 
gross income, otherwise they are deductable in 
arriving at the net income.
If the adjusted gross income is $5,000 or 
more, the bill provides an optional standard 
deduction of $500. If the adjusted gross in­
come is less than $5,000, the optional standard 
deduction is limited to 10% of the adjusted 
gross income. If a taxpayer elects to take the 
optional standard deduction, such election can­
not be revoked for the taxable year, if it would 
be found to be to the advantage of the tax­
payer at a later date if he had used the ordi­
nary deductions provided by law. It is there­
fore necessary that the taxpayer work out his 
return in the ordinary way and also work out 
his return using the optional standard deduc­
tion, to ascertain the lower tax before making 
an election for any year.
Supplement T under which a taxpayer may 
use the short form 1040 A has been extended 
to individuals whose adjusted gross income is 
less than $5,000. This item of the bill has been 
one of its best talking points in the newspaper 
stories, in which it was said that the optional 
form might be used by taxpayers with incomes 
up to $5,000, where formerly it was limited to 
individuals earning less than $3,000. The joker 
in this was omitted from the news stories. The 
old form applied to Gross Incomes from sal­
aries, interest and dividends of less than $3,000. 
The new bill provides that the short form may 
be used only if the adjusted gross income is 
less than $5,000. It would seem therefore that 
all of the taxpayers who have used the short 
form in prior years will have more computa­
tions to make than heretofore. They will go 
thru the same procedure to arrive at the ad­
justed gross income that taxpayers using the 
long form will use. Thus the individual with 
the smaller income is finding himself with more 
pencil work than he has had in the past sev­
eral years. These people could make out their 
own returns or do so easily with a few minutes 
time in the office of the Collector of Internal 
Revenue. The new bill will make more work 
there, and again add an unwarrented strain on 
the offices of reputable accountants. The bill 
does provide for a prescribed form to be used 
by persons whose incomes consists entirely of 
wages and where other income from interest 
and dividends is less than $100. When this pre­
scribed form is filed by eligible taxpayers, the 
tax will be computed by the Collector. The 
tax shall be paid on these returns within 30 
days after the mailing of the amount due from 
the taxpayer, by the Collector.
Earnings of Minors under the new bill are 
to. be handled as income of the minor, and not 
of the parent as provided in former laws. The 
minor would be entitled to his own exemptions 
and deductions, and shall be considered as a 
separate taxpayer. The parent or guardian is 
to have the rights and duties of a fiduciary, 
and must file a return for the child. If the 
amount of tax is not covered by the withhold­
ing tax, the parent shall be liable for the addi­
tional tax due.
The new tables for withholding tax which 
will go in effect on January 1, 1945, along with 
other provisions of the bill will be taken up 
in the next number when more complete regu­
lations and explanations are available.
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